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October 25, 2018 

 
Ms. M. Lynn Jarvis, Chief Clerk 
North Carolina Utilities Commission 
Mail Service Center 4325 
Raleigh, North Carolina 27699-4300 
 

Re: Docket No. W-755 Sub 10 – Application by GGCC Utility, Inc., Post 
Office Box 368, Linville, North Carolina 28646, for Authority to 
Increase Rates for Water and Sewer Utility Service in Grandfather 
Golf and Country Club Development, Avery County, North Carolina 

 
Dear Ms. Jarvis: 
 
 In connection with the above-referenced docket, I transmit herewith for filing on 
behalf of the Public Staff the following: 
 

1. Affidavit and Exhibit of Rodney T. Allison, Staff Accountant, 
Accounting Division; 

 
2. Affidavit of David C. Furr, Director, Water/Sewer Division; and 

 
3. Affidavit of John R. Hinton, Director, Economic Research Division. 

 
 The Public Staff this day filed a motion to cancel the November 14, 2018, public 
hearing in Avery County as there were not significant customer protests. The Public Staff 
requests the Commission decide this matter on the filings. GGCC Utility, Inc. (GGCC) has 
informed the Public Staff that GGCC agrees with the Public Staff’s recommended revenue 
requirements, recommended rates, and for the Commission to decide this matter on the 
filings.  
 
 By copy of this letter, we are forwarding a copy of the above to GGCC. 
 
 

Sincerely, 
 

/s/ Layla Cummings 
Staff Attorney 
layla.cummings@psncuc.nc.gov



STATE OF NORTH CAROLINA 
UTILITIES COMMISSION 

RALEIGH 

DOCKET NO. W-755, SUB 10 

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION 

In the Matter of 
Application by GGCC Utility, Inc., Post 
Office Box 368, Linville, North Carolina 
28646, for Authority to Increase Rates for 
Water and Sewer Utility Service in 
Grandfather Golf and Country Club 
Development, Avery County, North 
Carolina 

) 
) 	 AFFIDAVIT 
) 	 OF 
) 	RODNEY T. ALLISON  
) 
) 
) 

STATE OF NORTH CAROLINA 

COUNTY OF WAKE 

I, Rodney T. Allison, after first being duly sworn, do depose and say: 

I am a Staff Accountant with the Public Staff Accounting Division, 

430 N. Salisbury Street, Raleigh, North Carolina, and represent the using and 

consuming public. I have a Master of Accounting degree from North Carolina State 

University. After graduating, I accumulated more than three years of auditing 

experience and one year of general accounting experience. I joined the Public 

Staff Accounting Division on October 2, 2017. Since joining the Public Staff, I have 

been involved with various electric, natural gas, and water utility proceedings. 

The purpose of my affidavit is to present the accounting and ratemaking 

adjustments I am recommending as a result of my investigation of the revenue, 

expenses, and rate base presented by GGCC Utility, Inc. (GGCC or Company), in 

support of its application to increase rates for water and sewer utility service in 

Grandfather Golf and Country Club Development in Avery County. 



The Company filed its application for a rate increase on June 21, 2018, 

based on the test year ended February 28, 2018. My investigation included a 

review of the application filed by GGCC, an examination of the Company's books 

and records for the test year, and a review of additional documentation provided 

by the Company in response to Public Staff written and verbal data requests. 

Based on my investigation, the Company's original cost rate base 

at February 28, 2018, is $1,144,597 for both water and sewer operations. 

The combined level of operating revenue deductions requiring a return (total 

operating expenses excluding regulatory fees, gross receipts tax, and income 

taxes) is $277,380. 

Based upon my investigation, I conclude that the Company's proposed 

water revenue requirement is not unreasonable and would not be unfair to its 

customers. Therefore, I recommend that the Commission approve rates designed 

to recover the water revenue requirement as proposed by the Company. 

I have calculated an increase in the gross sewer revenue requirement using 

the overall rate of return of 7.5%, the reasonable rate recommended by the Public 

Staff Financial Analyst Hinton. Use of this return on rate base produces an 

increase in the gross revenue requirement of $8,454. The resulting total revenue 

requirement will be $128,053, of which $127,973 is service revenues. The 

Company has agreed to accept the revenue requirement and rates as calculated 

by the Public Staff. Therefore, the Public Staff recommends that sewer service 

rates be set to reflect an $8,454 increase, resulting in an annual level of service 

revenues of $127,973. 
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I have made several adjustments to the Company's operating revenues, 

expenses, and investment levels. The adjustments are detailed in the attached 

Allison Exhibit I. The exhibit also includes adjustments recommended to me by 

Public Staff Engineer Furr, relating to plant in service, depreciation lives, service 

revenues at present rates, service revenues at proposed rates, maintenance and 

repair, purchased power, permit fees, contract services, and testing. The 

accounting and ratemaking adjustments shown on the exhibit relate to the 

following items: 

1. Plant in Service 

2. Contributions in Aid of Construction 

3. Accumulated Depreciation and Depreciation Expense 

4. Cash Working Capital 

5. Average Tax Accruals 

6. Salaries and Wages 

7. Administrative and Office 

8. Employee Benefits 

9. Insurance 

10. Other Expense 

11. Other Taxes 

12. Interest Expense 

13. Rate Case Expense 

14. Property Tax 

15. Payroll Tax 
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16. Regulatory Fee 

17. Gross Receipts Tax 

18. State and Federal Income Taxes 

Plant in Service 

The Company presented $808,942 for water plant in service and $473,097 

for sewer plant in service on its application. I made several adjustments to these 

amounts resulting in $1,228,731 of plant in service for water operations and 

$542,143 for sewer operations. 

For water operations, I started with plant in service of $805,792 from the 

Company's last general rate case, Docket No. W-755, Sub 9 (Sub 9). To this 

amount, I added $418,491 of plant additions made since the last rate case 

proceeding based on data request responses and my review of the Company's 

financial records. Next, I added $4,448 of plant additions recommended by Public 

Staff Engineer Furr. These adjustments result in a total of $422,939 plant additions 

made since the last rate case, as shown on Schedule 2-1(a) of Exhibit I. These 

adjustments result in a total plant in service of $1,228,731. 

For sewer operations, I started with plant in service of $503,591 from the 

Company's last general rate case, Sub 9. To this amount I added $37,204 of plant 

additions made since the last general rate case proceeding. Next, based on the 

recommendation of Public Staff Engineer Furr, I included $1,348 of plant costs 

related to a sewer pump expensed as other expenses. These adjustments resulted 

in a total of plant in service of $542,143 for sewer operations, as shown on 

Schedule 2-1(b) of Exhibit I. 
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Contributions in Aid of Construction (CIAC) 

My calculation of CIAC begins with the amounts found reasonable by the 

Commission and used to calculate rates in the Company's last rate case 

proceeding, Sub 9. To these amounts, I added tap-on fees collected since the prior 

rate case, resulting in $110,119 of CIAC for water operations and $37,829 for 

sewer operations, as shown on Schedule 2-2 of Exhibit I. 

Accumulated Depreciation and Depreciation Expense 

I calculated amounts for accumulated depreciation and depreciation 

expense to reflect depreciation related to the adjusted plant assets and CIAC 

discussed above and shown on Schedules 2-1(a), 2-1(b) and 2-2. Accumulated 

depreciation and depreciation expense were calculated based on the service lives 

recommended by Public Staff Engineer Furr and the lives approved by the 

Commission in the Company's last rate case. Accumulated depreciation was also 

calculated based on the year each plant asset was placed in service, using the 

half-year convention in the first year of an asset's depreciable life. 

Cash Working Capital and Average Tax Accruals 

The Company did not provide an amount for this item on its application. In 

my calculation, I have included 1/8 of total operating expenses as a measure of 

cash working capital. I have calculated average tax accruals as 1/2 property tax, 

plus 1/5 payroll taxes. 
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Salaries and Wages 

The Company did not list an amount for salaries and wages on its 

application. Therefore, I calculated an amount for salaries and wages based on 

the Company's response to Pubic Staff data requests. My calculation of salaries 

and wages begin with the annualized wages paid to both administrative and 

maintenance personnel. Next, I applied GGCC's utility allocation percentage to the 

annualized wages of personnel that spent time during the test year on utility 

operations. This calculation provided a reasonable level of salaries and wages to 

include in operating expenses. My adjusted level of salaries and wages does not 

include benefits and payroll taxes because I have included an on-going level of 

each expense elsewhere in Exhibit I. 

Administrative and Office Expense 

On its application, the Company included $73,617 of administrative and 

office expense. Some of GGCC's personnel are employed directly by the 

Company, but certain accounting and administrative services are furnished to the 

Company by its parent company, Grandfather Golf and Country Club (Country 

Club). The Company is billed by the Country Club for management fees consisting 

of salaries, benefits and payroll taxes associated with time spent by Country Club's 

accounting and administrative personnel on the utility operations, as well as 

charges for overhead. These management fees are classified as administrative 

and office expense. 

First, I adjusted administrative and office expenses to reflect the updated 

amount as revised by the Company. Next, based on this revised amount, I 
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reclassified salaries and wages, benefits and payroll taxes to separate line items 

in Exhibit I. These adjustments result in a total amount of $15,498 for 

administrative and office as shown on Schedule 3-2 of Exhibit I. 

Employee Benefits 

The Company included employee benefits in administrative and office in 

error. I removed employee benefits from administrative and office and calculated 

a reasonable level to include in expenses based on my adjusted level of salaries 

and wages. 

Insurance 

The Company included $11,342 for insurance expense on its application. 

Based on review of data request responses and financial records, I have made an 

adjustment to include property and liability insurance premiums and D & 0 

insurance premiums. These adjustments result in a total amount of $4,032 for 

insurance expense as shown on Schedule 3-3 of Exhibit I. 

Other Expenses 

The Company listed $5,563 for other expense on its application. I made an 

adjustment to remove professional fees of $1,922, based on the recommendation 

of Public Staff Engineer Furr. In addition, I made an adjustment to include the 

Secretary of State fee in the amount of $20. Next, based on the recommendation 

of Public Staff Engineer Furr, I removed $1,348 for a sewage pump and capitalized 

it to plant in service. These adjustments result in a total amount of $2,313 for other 

expenses as shown on Schedule 3-4 of Exhibit I. 

7 












































































